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)
)

CC Docket No. 01-92

SUMMARY OF INITIAL COMMENTS OF MIDWEST RURAL CLEC COALITION

The Missoula Comprehensive Intercarrier Compensation Reform Plan ("Missoula Plan"

or "Plan") reflects a commendable effort to reform the current intercarrier compensation system.

Importantly, the Missoula Plan recognizes the substantial differences among various types of

carriers and the dramatically disparate impacts that changes to intercarrier compensation can

have on these different types ofcarriers. Accordingly, the Missoula Plan establishes different

intercarrier compensation regimes for different types of carriers, depending primarily on the size

of the carrier and the extent to which the carrier serves rural areas. Moreover, the Plan includes a

restructuring mechanism that would compensate carriers for substantial revenue losses resulting

from the Plan. This pragmatic, nuanced approach to intercarrier compensation reform is the core

strength of the Missoula Plan and should be reflected in any reforms adopted by the Federal

Communications Commission ("Commission").

Unfortunately, the Missoula Plan currently fails to recognize the distinct characteristics of

small rural competitive local exchange carriers ("Rural CLECs") and the extraordinarily harmful

impact the Plan would have on those carriers. Instead, the Plan treats Rural CLECs in exactly

the same way it treats large multi-billion dollar ILECs that operate in major urban centers.

Without important clarifications and modifications to the Plan, it would invariably have a

devastating impact on Rural CLECs and the communities they serve. As discussed below, the
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access rate reductions mandated for Track 1 carriers would put most Midwest Rural CLEC

Coalition ("MRCC") members out of business. As documented by rural customer testimonials in

Exhibits A through I, losing Rural CLECs such as the members of the MRCC would cause

serious economic harm to rural communities. It is imperative that the Missoula Plan, or any

intercarrier compensation reform plan, reflect the essential role Rural CLECs play in the vitality

of rural economies. In many cases, Rural CLECs provide the bridge over the Digital and

Economic Divide that would otherwise exist between urban and rural areas.

Therefore, consistent with the Missoula Plan's pragmatic nuanced approach related to

ILECs, any reform plan ultimately adopted by the Commission needs to account for the impact

on Rural CLECs and the rural communities they serve. To that end, the MRCC urges the

Commission to clarify and modify the Missoula Plan to:

1. Ensure that Rural CLECs have access to the restructuring mechanism ("RM") established
under the Plan, as an access element, to offset any revenue losses that result from
required rate reductions;1

2. Apply the rural exemption rates/rate structure under 47 C.F.R. § 64.26 (e) (highest band
NECA rates) to the interstate and intrastate access rates of all Rural CLEC, with any
necessary reductions in intrastate access rates phased in using the Plan's 4-step phase
down applicable to Track 3 carriers (4 equal annual reductions down to the rural
exemption rate);

3. Allow Rural CLECs a one-time option to opt into reciprocal compensation rates for local
traffic equal to the terminating rate caps applicable to Track 2 carriers; and

4. Give Rural CLECs access to the Rural Transport Rules that the Missoula Plan would
apply to Rural ILECs.

I As discussed below, Rural CLECs would recover through the RM only those revenue losses that are not recovered
through the SLC that the competing ILEC charges.
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The following Initial Comments are submitted to the Federal Communications

Commission ("Commission") by the Midwest Rural CLEC Coalition ("MRCC,,)2 in response to

the Commission's Public Notice dated July 25,2006, as modified by the Order dated August 29,

2006. The MRCC is an unincorporated ad hoc group of20 small competitive local exchange

carriers ("CLECs") that provide local exchange service in rural areas of Minnesota, Wisconsin,

and North Dakota. All MRCC members are Rural CLECs as defined by the Commission in 47

C.F.R. § 61.26(a)(6).

As small rural carriers, MRCC members serve an average of approximately 4,000 access

lines per company with the smallest member serving less than 350 lines and the largest serving

approximately 13,000 lines. The average exchange served by MRCC members has just over

1,700 access lines. Rural CLECs such as those participating in the MRCC offer competitive

rates, but do not charge rates substantially below the rates offered by the ILECs they compete

2 Midwest Rural CLEC Coalition members consist of the following 19 telecommunications carriers: Ace Link
Telecommunications, Inc.; C-I Communications, Inc.; City of Windom; Consolidated Telephone Company; EN
TEL Communications, LLC; Hiawatha Broadband Communications, Inc.; HomeTown Solutions, LLC; Hutchinson
Telecommunications, Inc.; K.M TELECOM; Local Access Network, LLC; Mainstreet Communications, LLC;
NorthStar Access, LLC; Otter Tail Telcom, LLC; Paul Bunyan Telephone; Tekstar Communications; Consolidated
Communications Networks, Inc.; Daktel Communications, LLC; Polar Telcom, Inc.; Nextgen Communications,
LLC.; HTC Services, Inc.
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against.3 Instead, Rural CLECs compete primarily by providing new, advanced

telecommunications services and more personalized customer service that rural customers did

not previously receive from the ILEC and, in many instances, still cannot receive from the ILEC.

These Comments (1) address the impact the Missoula Plan would have on Rural CLECs

such as the members of the MRCC; and (2) propose specific clarifications or modifications to

avoid the substantial harm to Rural CLECs and their communities that would otherwise result

from the Plan.

I. THE MISSOULA PLAN, WITHOUT CERTAIN MODIFICATIONS AND
CLARIFICATIONS, WOULD HAVE A DEVESTATING IMPACT ON RURAL
CLECS AND THE AVAILABILTY OF ADVANCED SERVICES AND
COMPETITIVE ALTERNATIVES IN RURAL COMMUNITIES.

As its principle strength, the Missoula Plan was specifically tailored to account for the

material differences among different types of carriers. Accordingly, the Plan establishes Tracks

2 and 3 specifically for smaller, more rural ILECs to ensure that they are not subject to the same

regime that applies to the much larger and more urban Regional Bell Operating Companies

("RBOCs") that fall under Track 1. But as its primary weakness, the Plan fails to account for the

unique characteristics, contributions and vulnerabilities ofRural CLECs. Having tailored its

intercarrier compensation proposals specifically to distinguish RBOCs from their much smaller,

more rural ILEC brethren, the Missoula Plan then mistakenly fails to recognize the same material

distinction between RBOCs and Rural CLECs.4

3 Qwest's Minnesota tariffed local exchange residential rate outside the Twin Cities Metropolitan Area is $13.96 per
access line. See Qwest Corporation Exchange and Network Services TariffNo. 1, Section 5, p. 81, Release 1,
Effective 1-1-06. The composite average rate of the MRCC members providing service in Qwest's rural Minnesota
exchanges is $13.12.
4 The Missoula Plan also fails to recognize the material differences in size, revenue, and service characteristics
between RBOCs and CLECs generally. Therefore, it may not be appropriate to subject any CLEC to precisely the
same intercarrier compensation regime that applies to RBOCs. Even the largest multi-state CLECs serve only a
small fraction of the access lines served by the smallest RBOC.
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Rural CLECs have brought tremendous benefits to customers and economies in high cost

rural areas. Given the high cost of serving these areas and the comparatively small size ofRural

CLECs, the Missoula Plan reforms that might make sense for a RBOC would have a devastating

impact on Rural CLECs and the areas they serve. Therefore, it is imperative that the Missoula

Plan's recognition of differences among ILECs be extended to account for the unique

characteristics ofRural CLECs.

Rural CLECs have brought competitive choice, new services and substantial investments

to rural areas where many had predicted wireline competitors would never go. MRCC members

offer state ofthe art telecommunications services, including Voice Mail, Caller ill, Ethernet

and Broadband, throughout the rural communities they serve.s In most of these communities,

customers did not have access to advanced services such as Broadband or Ethernet until the

Rural CLEC entered the market. Some communities did not even have more basic vertical

services such as Caller ill and Voice Mail prior to entry of a Rural CLEC.6 Rural CLECs such

as those represented in the MRCC have brought modern telecommunications and broadband

internet services to small rural towns, schools and hospitals and have, as a result, contributed

substantially to the economic vitality ofrural communities.

MRCC members alone provide local service to over 130 schools and approximately 50

hospitals or medical facilities, bringing the benefits of advanced services and telemedicine to

rural areas. In many communities, the ILECs still do not provide the advanced services offered

by Rural CLECs. Attached to these comments as Exhibits A through I are letters from rural

customers, including homeowners, schools, businesses and locaVstate officials, describing the

critical role Rural CLECs play in the economic vitality of rural areas and pointing specifically to

5 Alll9 MRCC members provide broadband services.
6 See Rural CLEC Exhibits A-F.
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the advanced services and high quality customer care that Rural CLECs bring to the communities

they serve. As one example, the business manager for the Fergus Falls Public Schools notes that

only the Rural CLEC, Otter Tail Telcom, provides an advanced telecommunications product

called Metro Optical Ethernet.7 Letters from other rural school districts, small businesses,

residents and public officials describe similar benefits that Rural CLECs have brought to their

communities. A residential customer ofMRCC member, Polar Telcom, described the benefits

that Rural CLECs bring to rural North Dakota:

As far as I'm concerned, Polar came to Mayville and Portland and offered
services we had never had before. We've switched everything over and have been
very happy with the personal service. Polar also built a building, which has made
a huge improvement to Main Street. Nice to see progress in a rural community.8

The substantial benefits brought by Rural CLECs to rural communities have required

massive investments in telecommunications infrastructure. MRCC members alone have invested

over $300 million in rural areas ofMinnesota, Wisconsin and North Dakota. All MRCC

members serve most if not all of their customers using their own end to end facilities,

independent ofthe ILEC's loop and transport facilities. Hence, Rural CLECs have done exactly

what CLECs have been encouraged to do under the Act - they have invested in new, competing

networks to serve the needs of rural customers.

The costs that Rural CLECs incur to bring competitive services to rural communities are

extraordinarily high because ofthe high cost characteristics ofthe areas they serve. Importantly,

Rural CLEC costs and cost-recovery capabilities have nothing in common with the average costs

and cost-recovery capabilities ofRBOCs. Unlike Rural CLECs, RBOCs and other large ILECs

derive much of their revenue from low cost customers in more urban exchanges. As a result,

they can spread their cost recovery across a much larger group of customers, including low-cost

7 See Exhibit E.
8 See Exhibit F.
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customers in urban centers. As such, their average costs are obviously much lower than the

average costs ofRural CLECs. Moreover, costs incurred by RBOCs and other large ILECs

should be comparatively lower than Rural CLECs given that RBOCs and other large ILECs can

obviously achieve substantially greater economies of scale and scope than the much smaller

Rural CLECs.

In a nutshell, Rural CLECs have substantially higher average costs than the RBOCs or

larger ILECs with which they compete. Rural CLECs cannot continue to operate and compete

against larger ILECs without recovering a significant portion of their costs from toll access

charges or from a RM if access rate reductions are mandated. Universal Service Fund (USF)

support does little, if anything, to help most Rural CLECs overcome the high cost barriers to

serving rural areas. In fact, MRCC carriers are more vulnerable to mandated toll access charge

rates reductions than Rural ILECs since none of the MRCC members receives any high cost USF

support.

There is no question that the continued vitality ofRural CLECs and the communities they

serve depends substantially on revenue from toll access charges or, in the alternative, access to

the RM to offset mandated access charge reductions. Any significant reductions in Rural CLEC

toll access revenues would have a devastating impact on the economic vitality of rural

communities that depend on Rural CLECs for state-of-the art advanced telecommunications

services that playa major role in facilitating economic development.

II. THE MISSOULA PLAN SHOULD BE MODIFIED TO ENSURE THE
CONTINUED VITALITY OF RURAL WIRELINE COMPETITION.

Given the small size, high cost characteristics and unique vulnerabilities of Rural CLECs,

it is inappropriate to adopt an intercarrier compensation system that treats Rural CLECs as if

they were RBOCs or other larger ILECs. To the contrary, any reasonable intercarrier

931282vl 5



compensation reforms must account for the unique circumstances facing Rural CLECs and take

steps to ensure that the reforms do not undermine the benefits ofthe rural competition that the

Telecommunications Act of 1996 and the Commission have attempted to facilitate. Therefore, to

the extent the Commission adopts the Missoula Plan in whole or in part, the Plan should be

modified and clarified to:

1. Ensure that Rural CLECs have access to the RM, as an access element, to offset any
revenue losses from Commission-mandated intercarrier rate reductions to the extent
those revenue losses are not recovered by Subscriber Line Charge ("SLC") increases
up to the SLC charged by the competing ILEC;

2. Apply the rural exemption rates/rate structure under 47 C.F.R. § 64.26 (e) (highest
band NECA rates) to the interstate and intrastate access rates of all Rural CLECs,
with any necessary reductions in intrastate access rates phased in using the Plan's
4-step phase down applicable to Track 3 carriers (4 equal annual reductions down to
the rural exemption rate);

3. Allow Rural CLECs a one-time option to opt into reciprocal compensation rates for
local traffic equal to the terminating rate caps applicable to Track 2 carriers; and

4. Give Rural CLECs access to the Rural Transport Rules that the Missoula Plan would
apply to Rural ILECs.

A. THE MISSOULA PLAN SHOULD ENSURE RURAL CLEC ACCESS To THE

RESTRUCTURING MECHANISM.

The Missoula Plan specifically makes the RM available to both price-cap and rate-of-

return ILECs in Tracks 1 through 3. But the Plan is silent on whether the RM will be available

to other carriers.9 The Plan should not be adopted unless it is clarified to ensure that Rural

CLECs have full access to the RM as an offset to revenue losses, not recovered through limited

SLC increases, that result from access charge reductions mandated under the Plan. A Rural

CLEC's, or other carrier's, ability to implement SLC increases and access the RM should not be

contingent on State Commission actions regarding Intrastate Access reductions. Access to RM

9 See Section VLA.2.a ("Restructure Mechanism dollars will be available to other carriers in circumstances to be
determined in the future.").
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dollars is essential to avoid the devastating impact on Rural CLECs and their communities that

would otherwise result from the revenue losses caused by the Plan's mandated rate reductions.

Moreover, Rural CLEC access to RM dollars would have no material incremental impact on the

overall size of the RM.

The Plan includes Rural CLECs in Track 1 with RBOCs in spite of the tremendous

differences between Rural CLECs and RBOCs in size, revenue, service area and cost

characteristics. 10 Failing to appropriately distinguish the treatment ofRural CLECs from the

treatment afforded RBOCs, the Plan compounds the problem by giving RBOCs access to the RM

while failing to explicitly do the same for Rural CLECs. This disparity in RM access is

fundamentally unfair and anti-competitive. It provides a further advantage to large incumbent

carriers who already have substantial competitive advantages over Rural CLECs.

Beyond placing Rural CLECs at a competitive disadvantage, denying Rural CLEC access

to the RM would invariably put many Rural CLECs out ofbusiness. In fact, MRCC carriers

collectively would lose over 96% of their access revenue through the rate reductions provided for

Track 1 carriers under the Plan. These lost access revenues, on an average per-line basis, would

equal or exceed the revenue generated by the residential rates these carriers charge. 11 In other

words, many Rural CLECs would have to more than double their residential rates to make up the

revenue shortfall resulting from the Track 1 rate reductions mandated by the Plan. Given that

Rural CLEC local end-user rates are nearly identical to the end-user rates of the ILECs they

compete with, Rural CLECs cannot realistically raise their end-user rates to make up this

10 Annual 2005 revenue ofVerizon, AT&T and Qwest was $75.1 billion $43.8 billion and $10 billion respectively.
In stark contrast, annual revenue of each of the three largest Rural CLEC in the MRCC is less than $9 million.
Moreover, RBOCs serve very large, low-cost metropolitan areas such as New York City, Chicago, Minneapolis,
Seattle, Phoenix, and Denver among other cities. In contrast, Rural CLECs by defmition do not serve any such large
metropolitan areas and confine their service provision to rural areas with much higher per line costs.
II Based on the basic flat rate without a SLC.
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revenue shortfall. There is, therefore, little doubt that the uncompensated revenue losses

mandated by the Plan would materially impair the ability ofRural CLECs to remain in

business. 12 For those Rural CLECs still able to remain in business, the dramatic revenue

reductions resulting from the Plan would likely render them unable to expand their service areas

or service offerings in rural communities.

There are limited, if any, alternatives waiting in line to substitute for Rural CLECs driven

out of business by the substantial access rate reductions contemplated for Rural CLECs under the

Missoula Plan. The high cost to serve these areas creates an economic barrier to competition for

any would-be replacement. Rural CLECs have successfully overcome these barriers through a

combination of operational efficiencies, toll access revenue and by responding to customer

demand for advanced services. ,Rural customers currently receiving advanced

telecommunications services from Rural CLECs would, in many instances, see those service

options disappear as Rural CLECs disappear in the wake ofthe access reforms in the Missoula

Plan. Therefore, if the Commission adopts the rate reductions mandated under Missoula Plan,

Rural CLEC access to the RM will be essential to retaining the benefits of competition in rural

communities.

The Missoula Plan supporters estimate that, with all CLECs included, the size ofthe RM

will be approximately $1.5 billion at the end of the transition. Rural CLECs would receive only

a small fraction of this amount. Hence the RM dollars flowing to Rural CLECs would have no

material impact on the size of the mechanism. Moreover, as discussed below, the impact of

Rural CLEC access on the RM can be further minimized by modifying the rate reductions that

12 The majority ofMRCC carriers would be unable to continue operating if the Track 1 toll access reductions were
implemented without access to the RM.
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apply to Rural CLECs in a way that reflects their comparatively small size and rural cost

characteristics.

Importantly, RM access for Rural CLECs should include three features. First, Rural

CLECs should receive dollars that offset the net loss in revenue resulting from any rate

reductions mandated by the plan to the extent the revenue loss is not offset by competively

neutral SLC charge increases. Second, a Rural CLEC should not be required to increase its SLC,

as a result of intercarrier compensation reform, to a level greater than the SLC of the ILEC with

which it competes. To do otherwise would place the Rural CLEC at a distinct competitive

disadvantage given that the ILEC likely serves a large number ofurban customers, allowing the

ILEC to establish a comparatively lower average SLC in rural areas. A Rural CLEC cannot

effectively compete ifit is compelled to charge a higher SLC than its ILEC competitor.

Finally, Rural CLECs should have access to the RM as an access element under Sections

201,205 and 251, not as a USF element. Since the RM is targeted specifically to offset losses in

access revenue, it makes sense to categorize the RM as an access element. The basis of the

Commission's authority to create the RM is the same as its authority to conduct this investigation

and to implement the Plan. The Commission has relied on Sections 201 and 205 to implement

reform of access charges,13 and has rejected arguments for including previously categorized

access costs in universal service costS.14 The same authority and reasoning applies here.

13 See, e.g., THIRD REpORT AND ORDER, MTS and WATS Market Restructure, 93 F.C.C.2d 241 (1983); FIRST
REpORT AND ORDER, Access Charge Reform, 12 FCC Red 15982 (1997) ("FIRST ACCESS REFORM REpORT AND

ORDER").
14 See, FIRST ACCESS REFORM REpORT AND ORDER, at'il'il241-242.
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B. THE MISSOULA PLAN SHOULD BE MODIFIED To APPLY THE CURRENT

INTERSTATE ACCESS RATE STRUCTURE UNDER THE RURAL EXEMPTION IN 47
C.F.R. § 64.26 (E) To THE INTERSTATE AND INTRASTATE ACCESS CHARGES OF

ALL RURAL CLECs.

Although the Missoula Plan gives Track 3 Rural ILECs access to the RM, the Plan

provides for more modest rate reductions than those that apply to Track I carriers. These more

modest rate reductions stem from the Missoula Plan's recognition that Track 3 carriers "serve

many of the more costly areas of the nation ....,,15 By limiting the rate reductions for these

Rural ILECs, the Missoula Plan would reduce the impact of its intercarrier compensation reforms

on these ILECs and lessen the incremental burden on the RM.

The reasons underlying the Plan's more modest rate reductions for Rural ILECs apply

with equal force to Rural CLECs. Moreover, the Track 1 rate reductions applicable to RBOCs

have no relevance to the characteristics or costs of Rural CLECs. Rural CLECs resemble Track

3 ILECs, not RBOCs, in terms of size, services and cost structures. Accordingly, the

Commission should modify the Missoula Plan to provide a rate structure tailored to the size, and

the rural, high cost characteristics ofRural CLECs. Specifically, the Plan should be modified to

apply the current interstate access rate structure under the rural exemption in 47 C.F.R.

§ 64.26(e) to the interstate and intrastate access services of all Rural CLECs. I6

The Commission initially adopted the rural exemption rate for CLECs "in recognition of

the substantially higher loop costs incurred by competitive LECs in rural areas ....,,17 The

Commission found that Rural CLECs "experience much higher costs ... when serving a rural

15 Missoula Plan at p. 1.
16 If the commission adopts permissive options for originating access rates such as those in the plan that gives Track
1 and 2 carriers the ability to set reduced or zero originating access rates, Rural CLECs should have similar ability to
establish originating access rates equal to their competing ILEC and to have these reductions covered in RM
calculations. Absent this ability Rural CLECs will be at a completive disadvantage with respect to their competing
ILECs.
17 In the Matter ofAccess Charge Reform, Reform ofAccess Charges Imposed by Competitive Local Exchange
Carriers, CC Docket No. 96-262, EIGHTH REpORT AND ORDER AND FIFTH ORDER ON RECONSIDERATION (May 13,
2004) at ~ 6.
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area with a diffuse customer base than they do when serving a more concentrated urban or

suburban area.,,18 The Commission also concluded that the rural exemption rate structure "is

consistent with the Commission's obligations, under section 254(d)(3) of the Act and section 706

of the 1996 Act, to encourage the deployment to rural areas of the infrastructure necessary to

support advanced telecommunications services ....,,19 In addition, the Commission observed

that the rural exemption would "create parity between the rural CLECs competing with NECA

carriers and those competing with non-rural ILECs.,,2o

The Commission's findings underlying the rural exemption support retaining the same

rural rate structure and extending it to the intrastate access services of all Rural CLECs. The

costs incurred to serve rural areas remain high. Moreover, the rate reductions applicable to

Track 1 carriers will clearly discourage and, in some cases completely stifle, the deployment of

telecommunications infrastructure and advanced services in rural areas. As discussed above, rate

reductions applicable under Track 1 would cause many MRCC carriers to refrain from any

further deployment of services in rural communities and, in some cases, would force them to

withdraw from rural markets completely. Applying the rural exemption rate structure to Rural

CLECs under the Missoula Plan would continue the Commission's long-standing policy of

supporting competition and the deployment of advanced service in rural parts ofthe nation. It

would also ensure parity between Rural CLECs and Rural ILECs.

Although the Commission has thus far limited the rural exemption to Rural CLECs

competing against non-rural ILECs, this docket presents the opportunity to ensure uniform

treatment for all Rural CLECs. Extending the rural exemption rate structure to the intrastate

18 In the Matter ofAccess Charge Reform, Reform ofAccess Charges Imposed by Competitive Local Exchange
Carriers, CC Docket No. 96-262, SEVENTH REpORT AND ORDER AND FURTHER NOTICE OF PROPOSED

RULEMAKlNG (April 26, 2001) at ~ 66.
19 [d. at ~ 65.
20 Id. at ~ 66.
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access charges of all Rural CLECs would (1) recognize the high cost of service in rural areas;

(2) reduce the additional burden on the RM; and (3) further the goals of the Act by encouraging

competition and the deployment of advanced services in rural communities.21

C. THE MISSOULA PLAN SHOULD ENSURE THAT RURAL CLECs HAVE THE

OPTION To OPT INTO TRACK 2 RECIPROCAL COMPENSATION RATE CAPS.

The Missoula Plan establishes toll access rates as the default rate for reciprocal

compensation applicable to Rural ILECs under Track 3, but provides for different reciprocal

compensation rates through the negotiation and arbitration processes under 47 U.S.C. § 252. As

rural carriers, Rural CLECs should be treated similarly under the Plan. The size and cost

characteristics ofRural CLECs compel a higher reciprocal compensation rate than the one

applicable to RBOCs under Track 1.

As a practical matter, however, the administrative costs ofnegotiation and arbitration are

out ofproportion for most Rural CLECs. This disproportion between the administrative costs of

arbitration on the one hand and compensation on the other renders the arbitration process an

ineffective mechanism to determine the reciprocal compensation rates ofRural CLECs.

Accordingly, Rural ILECs and Rural CLECs should be allowed, as an alternative to arbitrations

and the burdensome development of cost studies, to voluntarily accept binding Track 2

reciprocal compensation rates without opting into Track 2 for all purposes. These Track 2 rates

would be far more representative of Rural CLEC costs than the reciprocal compensation rates

established for RBOCs under Track 1. As such, the Commission should maintain a distinction

between access charges and reciprocal compensation rates for Rural CLECs as well as Rural

ILECs. As part of maintaining this distinction, the Commission should allow Rural CLECs to

21 To remain fully consistent with the limitations on the rural exemption, the Commission could consider capping
the interstate rates of a Rural CLEC that has not heretofore qualified for the exemption at the rates in place on the
effective date of the Plan.
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opt into the more appropriate Track 2 reciprocal compensation rates as an alternative to

burdensome arbitrations.

D. THE MISSOULA PLAN SHOULD BE MODIFIED To GIVE RURAL CLECs ACCESS
To THE RURAL TRANSPORT RULES THAT APPLY To RURAL ILECs.

Rural CLECs have limited networks and resources in contrast to Track 1 carriers. Rural

CLECs resemble Rural ILECs, not the RBOCs with whom they have been lumped under

Track 1. Accordingly, Rural CLECs should have the same access to the Rural Transport Rules

that the Missoula Plan provides for Rural ILECs.

III. AS AN ALTERNATIVE TO THE SPECIFIC MODIFICATIONS DISCUSSED
ABOVE, THE COMMISSION MIGHT CONSIDER INCLUDING RURAL
CLECS IN TRACK 3.

The recommendations discussed above would not require the Commission to reclassify

Rural CLECs as Track 3 carriers. However, such a reclassification would be a reasonable

alternative. There is no doubt that Rural CLECs closely resemble Track 3 Rural ILECs in size

and service characteristics. With an average exchange size of 1,700 access lines, MRCC

members are clearly among the smallest, most rural carriers in the nation.

Under Track 3, Rural CLECs' interstate access charges would remain the same as they

are today and intrastate rates would be reduced to NECA interstate levels in four equal annual

steps over 4 years. Rural CLECs would also have access to the RM to compensate for revenue

losses resulting from these mandated rate reductions, minus the SLC charges that match the SLC

charges of the competing ILEC.

IV. CONCLUSION.

The MRCC urges the Commission to recognize the unique characteristics ofRural

CLECs along with the critical and unique benefits they bring to rural communities throughout

the nation. Economic development in rural areas depends significantly on the viability and
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vitality ofRural CLECs who, as illustrated by the customer testimonials in Exhibits A - I, have

brought competition, innovation and advanced services to rural communities. Accordingly, the

Commission should ensure that the rate reductions and RM under the Plan are implemented

appropriately so as not to jeopardize the critical role that Rural CLECs play in the economic life

ofrural America.

Dated: October 25, 2006

Respectfully submitted.

Midwest Rural CLEC Coalition

By ~.d5{
Dan Lipschultz
Its Attorney
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Exhibit A
Letter From James A. Hess, Ed.D

Bemidji Area Schools



DR.JAMBS A. HESS, SUPBRlNTBNDENT
218-333-3100 ext 105

Fax 218-333.3129

R. VAADBLAND
ASSISTANT SUPERINTENDENT

218-333-3100 ext 104
F~" 218-333-3129

October 16, 2006

J.mCKMAN
DIRECTOR OF

HUMAN RESOURCES
218-333-3100 ext 113

Fax 218-333-3127

C.LEINEN
DIRECTOROF

BUSINESS SERVICES
218-333-3100 en 125
F~" 218-333-3127

K.PALM
DIRECTOR OF

CURRICULUM & ADMIN SERVICES
218-333-3100 _103

Fax 218-333·3148

Federal Communications Commission
445 12th Street SW
Washington, DC 20554

RE: Missoula Plan - FCC

To Whom It May Concern:

As Superintendent ofthe Bemidji School District, let me express how improved our
telec.ommunication services have become since Paul Bunyan Telephone Cooperative
built a'brand new network in Bemidji, Minnesota.

For decades, the Bemidji School District and Bemidji residents endured poor customer
service and very limited choices on existing or emerging technologies. High speed
Internet services were not available, voice service was poor, and customer service
consisted ofa call center hundreds ofmiles away where we had to go through many steps
to even get attention on our account.

Paul Bunyan Telephone's investment in our community has meant that the latest in
technology is now being delivered to our school district and community. We enjoy many
choices that larger communities have, including all digital television, HDTV, clear voice
quality with numerous calling features not previously available, and Internet speeds we
never thought would be possible.

We hope the FCC understands how important financial survival ofrural broadband
companies are to rural America. Without them, communities like ours would not see
these advances in telecommunication services.

A. Hess, Ed.D.
rintendent ofSchools

Ir

WE ARE AN EQUAL OPPORTUNITY EMPLOYER/EDUCATOR
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October 16~ 2006

Federal Communications Commission
445 12th Street SW
Washington, DC 20554

Re: Missoula Plan- FCC

To Whom It May Concern,

The Joint Economic.J)evelopment Commission (JEDC) is a community-ba$ed,
non-profit private development corporation with a mission on strengthening tl1e.lQcal
economy. We feel that it is very important that you understand how importantoUl"local
CLEC~ Paul BunylPl Telephon~ has' been in providing the Bemidji area with superior
broadband services. PBT has put Bemidji on the map when it comes to connection to the
rest of the world via the web. We now have hundreds of businesses in our area that
operate in the world wide market place because of the high speed internet connections
provided by Paul Bunyan Telephone. Some could not operate without that connection.

Ullfortlmatdy. both the existing telephone and cable provider had made no
significant improvements to their networks until after Paul Bunyan Telephone began
offering services. They were.· four or five years behind the curve when it came to
providing adequate internet services. Up until Paul Bunyan Telephone's expansion ,into
the market, we experienced little or no responsiveness in resolving customer issues and
found little interest in upgrading the network to provide advanced technology. After a
few short years, both the cable and existing telephone provider began upgrading their
networks, no doubt hastened by the fact there was a competitive provider alr~y

providing these services.
Residents and businesses alike now benefit from enhanced broadband services;

due to the investment Paul Bunyan Telephone has made in infrastructure within the
Bemidji community. These services have become the lifeline for many area businesses is
the fields of education, bioscience, manufacturing and the tourism industry. Their
services ':fWtlierhelp us attract new businesses to our area.

We hope the'FCC seriously considers how valuable local broadband providers are
in the communities were they work and live. There is no doubt in my mind that without
our local service provider, communities like Bemidji would not see these technological
advances for years to come...ifever!

Sincerely,

~t.',
I4itY,YQ1JAI
Executive Director, Joint Economic Development Commission
Bemidji,MN

.300 EJl3lT1idji AVI3"lJeNorlh.· P.C). Box 602· Bemidji, Mifln~~9tfJfi~f)J9-iJ60~· (218) 444-5757· FAX (218) 759-Q81 0
e~mail: Cberflidji@paUlbQnyan.nef Www.bemidjiUsa.com .WWW.visitbernidjLcoffi
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2006 JEDC Board ofDirecton

Loll Anderson
SeDior Vice Prelident OpentiODJ
Security Bank USA.
P.O. Box 1630
Bemiclji MN 56619-1630

PeteAube
Manager
Potlatch COIpOl'Btioo.
50518 County 45
Bemiclji MN 56601

Kevin Ba1llDpl1Der
Owner
American Door Supply Co
1225 IndustrialPark Drive SE
Bemiclji MN '56601

BiD Belford
Consul....t .
FimFederalBank
20266 Wmdbill Drive
Bemiclji MN 56601

JbnBensen
Pnlsident Emeritus
Bemiclji State University
1500 Birobmont Drive NE
Bemiclji MN 56601-2699

Mindy Bowman
Owner
Minnesota Wood Products
4627 Bemidji Ave N
Bemiclji MN 56601

JolmDaviu
Director orNorth Dhillon
KralJS"~CODJtr\Jction
206 Be1tmmiAve NW
Bemiclji MN 56601

DeDDII Doeden
Publisher
The Pioneer NCW8plIpCI'
P.O. Box 455
Bemiclji MN 56619-0455

OmarJi'orbell .
District Representative
American General
2930 Acorn Lane NE
Bemidji MN·,56601

Paul Freude
General Manager
Paul Bunyan Telephone
1831 Anne Street NW
Bemidji MN 56601

Darlene Geller
Vice President
North COIlD1ly Business Products
P.O. Box 910
BemicljiMN 56619-0910

Char1el Glammona
Provost
Northwest Technical College
905 Grant Avenue SE
Bemidji MN 56601

JbnHanko
PresIdent &; CEO
North Country Healthservices
1300 Anne Street NW
Bemidji MN 56601

Judy Banks
M1Ir.keti:ng CODsul....t
513 Scenic Shore Drive SW
BemicljiMN 56601

J"uaHeu
Superintendent
Bemiclji School District
3300 Gillett DriveNW
Bemiclji MN 56601

TImBbu
General Manager
Spaulding MotOIS
2602 Paul Bunyan Drive NW
BemidjiMN 56601

JelfKemlnk
President
Wells F8IgoBankNA
20llbirdStNW
Bemiclji, MN 56601-3111

David Landgrebe
PreI1dent
FiIst Federal Baok
P.O. Box 458
Bemidji MN 56619-0458

Richard Lebmann
Mayor
City ofBemidji
1426 Jrvingside Lane SW
BemicljiMN 56601

Glen Llncbeth
Manlglng Padner
Miller, Mc:Dona1d, CPA
P.O. Box 486
Bemidji MN 56619-0486

Lynette N1euw.ma
General Mebag8r
Beltrami Electric
PO Box 488
BemicljiMN 56619-'0488

EdNyna.
General'Manlger
Bemidji Cooperative .Association
3447 HummingbiidLane
Bemiclji MN 56601

Jon Qulltpard
President
Bemidji State University
ISOO Birobmont Drive
Bemidji MN 56601

Harold Vanleeuwen
Airport Manager
BemicljiRegional Airport
4015 Moberg Drive NW
Bemiclji MN 56601

JoeVene
Conunillioner
Beltrami CotJnty
1415 Birohmont Drive NE
Bemidji MN 56601

PhD Verchota
President, Northern MktMgr
Dee1wood BlInk
P.O. Box 1278
BemidjiMN 56619-01278

Paul Welle
VicePresident
First Naticmal Bank
P.O. Box 670
Bemiclji MN 56619-0670

AndyWeUI
CEO &; President
Wells Technology Inc.
4885 WUJdsor CoUrt NW
Bemidji MN 56601

Marcu. Wiechmann
DivIdon Manager
Otter Tail Power Company
P.O. Box 70
Bemidji MN 56619-0070

300 BemidjiAvenueN0rth. P~O~ Box€)q?.·~E'lmidji,Minnesota5~§19-o602·(21B)444~57157• FAX (21B) 759-0810
e-mail: cbemidji@paulbunyan.riet'N'I.iW.beniidjiusa.com www.visitbemidji.com ..
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CAL LARSON
Senator 10th District
111 East Lincoln Avenue
Fergus Falls, MN 56537
Phone: 218·736·7823

St. Paul Office:
153 State Office Building
100 Dr. Martin Luther King, Jr. Blvd.
St. Paul, MN 55155
Phone: 651-296-5655
Fu: 651-767-0929
sen.caI.larson@senate.mn
www.callarson.com

October 19, 2006

Re: The Importance of our Competitive Local Exchange Carrier (CLEC)

To Whom It May Concern:

State of Minnesota

As a State Senator from the Fergus Falls area, I rely on access t,) advanced telecommunication services to
cQmmunicate with my constituency, both at home and at the legislature, on a high-speed Internet connection or via
clear, relial>le phone lines. My case is not unusual. Many of my constituents also rely on these services for
education, telecommuting, and entertainment.

In Fergus Falls, we are fortunate to have an aggressive communications company which has been the fIrSt, and in
many cases is still the only, provider of these advanced services. They are not the incumbent RBOC but rather a
local rural CLEC, Olter Tail Telcom. They have made extensiv,: investment in fiber and copper connectivity which
affords, services from voice, video, and data. '

Otter Tail Telcom is a community player committed to the communication needs of the local residents and various
state and local agencies. All these things are done through ingenuity and investment furthering the enhancement of
the quality of life in this area.

We all are able to enjoy advanced services, additional choices and new services unavailable to us prior to CLEC
entry to our markel It's no coincidence that these choices and advances came to our community in 1999 - it's
because the Telecommunications Act of 1996 allowed for this new frontier in telecommunications.

The sustainability ofrural communities like ours in the future will hinge on their ability to compete in a marketplace
driven by technology. CLECs help ensure the investment needed for advanced services will continue to be made in
order to keep us connected to the world.

Rural America can't afford to fall behind the times in terms of telecommunications and technology. I appreciate you
taking into consideration the real-life impact ofcompetitive carriers in rural markets in your decision making.

Cal Larson
State Senator

COMMITTEES: Capital Investment· Commerce· Finance· Higher Education Budget Division.
Rules and Administration· State Government Finance

COMMISSIONS: Duluth Seaway Port Authority· Great Lakes Commission· Legislative Commission
Pensions and Retirement· Mim;leBota Amateur Sports Commission

SERVING THE COUNTIES OF: ]3<>cker, Otter Tail and Wadena

"-----'TTPwm--rTiPT
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Letter from Harold Stanislawski

Fergus Falls Economic Improvement Commission



O¢tOoef 20Q6

Subject: -Th&tmportlrtC4ofourCornptltitive -L(JCal EXCbangtt <;arrier(CLEC)

1'Q WhorrtlfM~y Con~m:-

Asyoooonsiderfaeto~ thai may threaten the viability of local competitive e}(change
carriers in the future, Ifeelilimpottantto express the importance ofoor CL:.EC-toour
CQfttmunit}t\

A$t~ ~Ek;~i\feDjteCf.Qrofour E90l1omiclmprovement ¢ommi$sj()n, J have a close
vvof1(ingtelatjonship with our local-telecommunicatiooscarr;ersandweishare·avisioflfor
theexpansionandgrowlh of our rural communities, This -relatioh$hiP and vision gives
us an advantag'eWhenseekingcompanie;stor~locate, expand:orstart~up,

Tal<e AC$.Jote;xatnple. AfOliated Computer5ervices. a-Fortune<oOQ:Company
specializing in infonnation technology and outsourcing; haoseveraf reasons for
considering Fergus Falls for their naxt expansjon. But without the adV'anceQ
tel~rnrnunieati()n$ serviCes and the quick response only alopal companysucn as Otter
TaiiTefecompanprovide,this deal_would nothave cometo~ether. _Bot bec~useitdid,
FatgusFalls now-has newjobs, new educational offeringS attherocalcolleg~and
gl'owthinthe-tax l:l~$e,1t is an important-neWindllstryinforFergus Falls ina
"khoW}edge..l)aseCl economy".

This isjust oneexampleofwhattheparlnarship ofa CLEC~nPr6vide~()~nomlc
development. hi tbday"sday and~ge, Without adVSIlC$dtel$ommunications
infrastr'lJCfllfeancf¢Ontinuedinvestrrtenfin newte¢hnOlogy;acommunitycan eJl'ldwill not
grow,ltjs'imperativeto ourfutute thaHheviabifity9f @n'!petitive carrierstothriVe~nd
re.-investismainfained in order1o heJp our communities growWithmore.chotces, more
services ~ndm6te affOrdable()pti()ns~

Plea~donotunderestilfiatetheimpact()fCLEC'$ oncpmtnunityecor\()JJlJc
develOpment Ol.ll'expetieru:e provesJlis,an invaI1l8blea$set.

S'itlcerely,

£~7~
Harold Sijanis(aW$ki
ExecuU'le Director
Fergus FaJlsArea Economic Improvement Commission

Fergtls FiBs. Minne.$Ola 5t\5}7

Phone: 2J 8.739,0128
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Fergus Falls Public Schools



Fergius.FaU.$Public Schools
Independent School District #544

1519 Pebble Lake Road, Fergus Falls, MN 56537
218-998-0544 x1009

October 17, 2006

To Whom It May Concern

Subject: The Importance of our Competitive Local Exchange Carrier (CLEC)

As the Business Manager at the Fergus Falls Public Schools, we have many challenges in terms of
budgetary constraints, maintaining efficiencies and connecting several school and administrative
buildings.

Because we live in a community served by several communications carriers, the options we have for
meeting those challenges are better than they have ever been before. Our local rural ClEC, Otter Tail
Telcom, is the only entity to offer the highly-effective and much more affordable solution we use now,
called a Metro Optical Ethernet (Metro-E) service.

Our school district is disbursed, meaning we operate out of mUltiple locations, Six to be exact. The
Metro-E service meets the connectivity needs of our multiple locations and has helped us reduce
expenses and meet budgetary constraints. This technology enables our six separate loca~ions to
communicate seamlessly at very high speeds via fiber connections and consolidate our ,purchased
services such as Internet into one connection for our entire network.

Without a competitive carrier in our community such as Otter Tail Teleom, this solution would not have
been possible unless we built and maintained the network ourselves. While on the surface this might
look like a viable solution to some, deeper consideration reveals the pitfalls. Networks such as this are
susceptible to cable cuts, cable locating requirements, maintenance, and in our case, should we decide
to expand to another location or relocate a site, requirements for additional capital 'expenditures for new
fiber facilities and the possible abandonment of existing fiber. All of these issues are outside our level of
knowledge, our experience, and our mission,

Having access to a community driven communications company and its expert staff allows us to operate
efficiently and focus on what we do best, education. For the future of our kids and our community,
please don't jeopardize the future of rural ClECs.



Exhibit F
Polar Telcom Customer Testimonials



Polar Telcom Testimonials:

"We appreciate the personal hometown service Polar has given us."
- Steven Hastings, General Manager

Valley Equipment

"The personal service and extended calling area provides a greater convenience for our area
customers." - Tim Strand, Owner

Hardware Hank

"We are extremely pleased to have the personal service and the extended area calling. The
availability ofthe services that the Polar staff can provide is a plus to our communities."

- Dr. Rob Lauf, DDS
Goose River DentalAssociation

"The photography industry is changing rapidly. Our new High Speed Internet access from Polar
allows us to access our labs and provide fast service without sacrificing quality."

- Ron Jacobson, Owner
Jacobson's Studio

"As far as I'm concerned, Polar came to Mayville and Portland and offered services we had never
had before. We've switched everything over and have been very happy with the personal service.
Polar also built a building, which has made a huge improvement to Main Street. Nice to see
progress in a rural community."

- Neil Laifald
Residential Customer

"With Polar's service, most of our patients can now call us locally, we now have High Speed
Internet services and most importantly - there are local technicians we can call on to give us
immediate service. We also appreciate the personal service we receive from our Account
Representative. We are not only a number to Polar."

- Roger Baier, Administrator
Union Hospital

"Because of Polar's vision, Mayville and Portland can now claim the latest telecom technology
and services. They provide cable TV, local and long-distance telephone, dial up and high-speed
Internet, and a variety of other services. This is something that many rural communities only
wish they had. The first steps in 1997 truly began a mutually beneficial relationship that has
brought cutting edge technology to the community and the University."

- Dr. Gary Hagen, Interim President and Vice-President for Academic Affairs
Mayville State University
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Bemidji State University
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BEMIDJI
STATE UNIVERSITY

OFFICE OF THE PRESIDENT

October 19,2006

Federal Communications Commission
445 12th 8t SW
Washington, DC 20554

Re: Missoula Plan - FCC

To Whom It May Concern:

As President ofthe Bemidji State University, I wanted to indicate our satisfaction with
the telecommunication services provided by Paul Bunyan Telephone Cooperative of
Bemidji, Minnesota.

Since becoming amember ofthe cooperative, the University has enjoyed a high level of
customer service. Paul Bunyan Telephone Cooperative provides very important delivery
ofrural broadband. We look fOlWard to our continuing relationship with this quality
ptoVid

JEQ:smr

218·755·2011/218-755-2749 fax I www.bemidjistate.edu
Deputy Hall, 1500 Birchmont Drive NE, #3, Bemidji. MN 56601-2699

Amember ofThe Mlnnesotll StillS Collfi{18S and UnlverslUes SYSlem, Bemidji Slatll UnlVl!r8f/J' ls an equal opporlunllY educacor and employer.
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WWW.LIFE-SCIENCEINNOVAnONs.COM

October 23,2006

Jeff Roiland
General Manager
En-Tel Communications
VIA EMAIL (JRoiland®En-Tel.com)

Re: MinnWest Technology Campus

Jeff:

Life-Science Innovations (LSI) is partnered with Nova-Tech engineering to develop the MinnWest
Technology Campus. MinnWest is chartered with developing a collegiate campus environment to attract
other companies in the life sciences, engineering, and other technology focused fields and provide those
companies with the best chance of business success by removing the many obstacles that are faced by
businesses in technology. It is this optimal environment that has attracted companies such as Epitopix,
FeedLogic, and Midwest data to join LSI and Nova-Tech on the campus.

Long term it is our goal to create 800+ additional jobs on the campus over the next 10 years. We hope to
build a healthier and stronger community by building a strong economic infrastructure and employment
base. We view our relationship with En-Tel and other CLECs as being an integral part of that effort.

En-Tel has provided us several competitive benefits:
• First rate customer service
• Access to the performance telecommunication services
• Data redundancy in a customer centric and responsive environment
• A competitive telecommunication environment that in turn provides: Optimum efficiency driving

lower costs and a focus on service first by all telecom providers in the area
• Commitment to the local economy in providing and maintaining the necessary infrastructure (i.e.

Fiber optic cabling)

We have sincerely appreciated this relationship and view it vital to our success in building the Willmar
and Kandiyohi County economy. We sincerely look forward to a long and healthy relationship with En
Tel as well as the other CLECs that operate in the communities that we do business.

Best regards,

Christopher T. Huisinga
Director of Business Development
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